
Robert T. Blau, Ph.D, CFA
Vice President - Executive and
Federal Regulatory Affairs

December 23, 1997

Ms. Magalie Roman Salas
Secretary
Federal Communications Commission
Washington, DC 20554

Re: Ex Parte in CC Docket 97-208

Dear Ms. Salas:

BELLSOUTH
Suite 900
1133-21 st Street, NW
Washington, D.C. 20036-3351
202463-4108
Fax 202 463-4631

F?ECEfVEC)

DEC 23 1997

This is to inform you that on December 23, 1997, the undersigned sent the attached letter
regarding the above-referenced proceeding to Chairman Kennard. Copies were sent to all of
the Commissioners and their legal advisors. Copies were also sent to John Nakahata, Richard
Metzger and Ruth Milkman.

Pursuant to Section 1.1206(a)(2) of the Commission's rules, two copies of this notice are
being filed with the FCC. Please associate this notification with the above-referenced
proceeding.

Sincerely,

Attachment

cc: Chairman Kennard
Commissioner Furchtgott-Roth
Commissioner Ness
Commissioner Powell
Commissioner Tristani
Richard Metzger
Ruth Milkman
John Nakahata

Tom Power
Kevin Martin
Jim Casserly
Kyle Dixon
Paul Gallant
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Robert T. Blau, Ph.D, CFA
Vice President - Executive and
Federal Regulatory Affairs

December 23, 1997

The Honorable William E. Kennard
Chairman
Federal Communications Commission
Washington, DC 20554

Re: CC Docket 97-208

Dear Chairman Kennard:

BELLSOUTH
Suite 900
1133-21st Street. NW
Washington. DC. 20036-3351
202463-4108
Fax 202463-4631

CCET tE'[)
1;"....,1 " • \J ,_ ,.J

DEC 231997

'+J)I'JiA.l G0:\~MWl\GI1.1K'NS ';OM:,11SSlOW:
1M:iGf OF 1m: r,l':GAH~FI~

Enclosed is a December 19 report on AT&T from Anna-Maria Kovacs, a securities analyst with
Janney Montgomery Scott. The report summarizes discussions that Ms. Kovacs recently had
with AT&T's new Chairman and Chief Financial Officer, Michael Armstrong and Dan Somers.
would call your attention to following statements in the second paragraph on page one:

[Mr. Armstrong] believes that [AT&T] suffers from an inordinately high cost structure,
bureaucracy and indecision, and long cycles times in executing decisions. It is our sense
that [Mr. Armstrong] believes he needs 18-24 months to "get our act together," and that
he is hoping that regulators will give AT&T that long before any regional Bells enter the
long distance market and put pressure on the company's core business.

The report further notes that "[AT&T] plans to focus heavily on large business. It will also
address the high-end of the small-business market, and to some extent the high-end residential
market."

In short, the report suggests that AT&T may be asking the Commission to keep the regional Bell
companies out of the interLATA long distance market until it has an opportunity to "fix" internal
management problems that it will need to cure in order to creamskim local exchange revenues of
large business customers more effectively than it is doing today.

As the Commission finalizes its decision on BellSouth's South Carolina application, we suggest
that you consider the information contained in the attached report and the prospect for AT&T's
entry into the local market. We continue to believe that BellSouth has opened its local market
and that the quickest path to effective local competition would be a grant of BellSouth' s
application.

Sincerely,



Chairman Kennard
p. 2

cc: Commissioner Furchtgott-Roth
Commissioner Ness
Commissioner Powell
Commissioner Tristani
Richard Metzger
Tom Power

Kevin Martin
Jim Casserly
Kyle Dixon
Paul Gallant
Ruth Milkman
John Nakahata



December 19, 1997

-- JANNEV MONTCOMERY SCOTl' INC. --

Anna-Maria KovKa, Pb..D.
(617) n1-lS14

AT"T (TUS9)
MectiDs with ATAT's Top MaaqtlllMftt

EARNINGS PER SltAllE (Dec.)
OLD NEW PIE llAnOS

1998E $2.60 51.95 20.~

19971. S:LSS 52.70 21.9x
199'A $3.47

1997 vs
F1QA SO.69 VS
li'2QA SO.59 VS
FlQA SO.11 vs
F4QE SO.71 VS

1'9'
50.'2
S03S
SO.II&
50.76

Vie14: :1.6S8,4

Di",deud: 51.37.
Market Cap.: 64,16:1(000)
htin~ROLn

We met yeaterday with AT&T'a Dew Chairman and its CFO, MI~luu:l ~stroazad Dp Somers.
MJo. Armltrang til dearly very m'latt lad eaereetic. Bla pulled off a t1.lm-arouad at Bugbee and did
WODden for ita 1UKk. At luIt bUtilLlly. Ile llPPe.a.rS to be Joakblg to replicate tIIat nndcgy of cost
euttill., divatitan::s, ancl ac:qul.ltioa.. The i-.e. of coune, is one of ~w1. and timiDc. AT&T is
much bi=cr, bu PI c:straordi.Daril, atton, tllUllWle ly.Um that reject. outlid.... r~ldJy. aDd ",ill
CIJDIC UDder trcmcudoaa pfQitlUl"C iD itt core bu.ID'" "e~ 'OOD.

Mr. AnDltrong i. looml fot' wa'lI to grow AT8l.T IUld improve itl ptofltabilily. Be i, tJ')liDg to
focus the coaapaD)' OD tIac be.t opplU'tllllitiM, both tA term. of dtftCtioa lUId CIl.tbmcr IIC~ He
Mel a number of areu at gn:at opportuaity, but 11110 l.eI 1UI-.erO&I. 1.1"0" and uteraal probleall.
Be bclif!'Wll tbat tile cOIIIpany IUfFen~ &It ioordtaalllly hi colt amactu.... bunaueracy ud
iDdcci.aoD. aad 1011& cyck daDa in aeclittDI d"Jd'*'L It i. OIIr that belicYel be ned. 18-104
ntCIDth. to "'pc our ad toptbcr," IID4 tIaat be i. bapiAl t1aat replMorJ ,..us gift AT&T tbat lone
befon OIl' Redoa" Bdl. eater the 101lg-diltaace market md put p....lIUl"e 08 tbe company" con
bcuia-. The COIIIpaay I' rat.iDg r;ub tbrou~h 101II8 dJVestttura aDd "';U IIDtcr 1998 "';tb .. very
I1rong bal.ute ,beet. Ita lbK:k Is up iD reaedon to Mr. AnDltroftg'! hiria~ and to talk of radtu1
collt-cumag. Tbat .bould broaden the COIllPIlnY', optiDD' b. tenD' 01 acqui.illon. and joint ~turca.
We ,ee that .. IOIbethiDg of a IDilc.ed bllUl.lng. hcnwever. The mi&ture at radical colt aaeting lUld
cuttur-e cbange with cateb-Up In .enral key an.. i. a tougb one to pW.l arr in a very lIhort time
frame. AllillillatiDg acqaI.itiOD. at tbe auae time complkatlll the equation ttiU further, partiCldarly
for a annpany Uke AT&T wbo- track raord botb in acquititiOd' and DUtlide itl core 10001-dilltance
bUlinaa ia 'al' from terrific:. Thul. ftDNft. and acqeiJltian. tbat are iIlteoded to jump-start
butin..... may, iu.teacl, acid to tbe problem.. It wtU allO be diMC1l1t to Olt cod ud deliver lllU'nin~

wttbou.t jeepardJlltag t1lC companY'1 fUture. ACtia, Mr. A ltro.~ it aware of dlat da.D~er ~nd

indic:aUt tba.t be ril DOt '"entice tbe future fat tbe pl"l!:leld, t at the lalDe time be: indicate' aD

intention of gruwin. 1991 eal"lllAp. We a.rt coacemcd~ beftrtbehwt tbat thi. wW be .. toup
pro.m.c to keep. It j, not clear to u. tbat AT&T does. in fact. baw two yean before 't bal to worry
.bo,,' .erlOUI pret..... oa tbe.:ute, alleut in ~lDe l(ey tUta. It i. deal' that AT4:T i. way bdllnd
i.ftloc.a1 _try aad will not 10M itt prab1em. ea.U)' Dr dleaply. Thu.. we betl.... die company wiU be
walkial a VlIty chiD ti~. OVI:t the aat two yean, while junUug .0 CDOI'1llOU' Dumber of ball••
~veu wltb Mr. AnastJooIIg'l track rCC!oJ'd ...d ubYtau. eompl!tGlee. it will be .. roup balucillE act.

AT&T's 00, Du Some..., aaaouaud the ,ale oftilc Ulliwrla1 Card, wbida..ul cla.e by the cad of
fint quarter 1991 ....d add about U.S billion in cub to AT&T" balaDu.heeL By tbat point, the
..Ie: of tbe t:lIatomer ure hUIIDY. Ihoulel aho b. complete.. TJI .... WIl c.daIAte that tbe two dw.



Ihould .od roucl'tly 54 bnUoft to wbllt II belng delcribed u AT~T'I ""at theat-" The company is
clearly colJ.ideri.a, acqullkJQUl, hUt QO Ipecitlc: one' were dlllc.uued at our meeting.

1991 "mlna !JIK:dal1oftlj

Mr. SIQDen lad.iested tbat be bel~1 AT&T ,houJd be able to grow Ul"DtD8J nery ql.larte r ,
,cqucatiaUy, tbrouehout 1991. We are not "Ire that i. tlte right goal for AT&T ript DtnI', giYea
boW ltalc time It b.. to bke mAre in the U.S. 1.xaJ bulinQl, ta ClIJDent iateruaUonal allia.o6:el llDd
UwwIop • IUita of global productf, and to Inntt iD it» inhsstructul'C aDd IDt2J"det bu.maa,

Key jnitiatiya:

Mt. ,A..r1Dltroa. outUaed a Ilwober of key tJUd~a: l~al entry, tbc de¥8lopmcat crt global prochu:ts
aDd rtroar; pobll1 alli'Du" ~.t euttl.~pedllUy in tbe SG&A catecory-and reductioa of
bureaucrACY and c.ycle ttmll8 ill decj.loa-mlklag, growth at Internet, lrowtb of tne Solutions
buaiDeu. and ~elopmentat a nctwftrk an:hitecture that can evolve lU technology eha.ngea.

l.ocale,,",,:

Ml". Armltraall. c:lcarly unhappy with where AT&T i, la the lacll1 banna. now. He .aid tbat the
ee_paDY b.. iavctnd about Sot billioll in tlSt. area ad bu 56! million in l'C"CGUC" lIe cOIl.idcrs
ren.le to be "a fool" erTud" beeAUIIC It III IQ unprafttable, do" not lICe the u.abuudlcd-network
cle1actlat plaU'orm ~'Ep) u aO option Ilt tbe IDOlDClIIt ttliU1lCf UI aus ..- Circuit Appeals Court, and
doaI aac bave much iD plll£e at the IDOIDl!OC ill the way of loul fadJiticlI. TIle c:cnap....)' upKta to lay
out ita ItI'UIID ia late J'lUIuary, bllt at least aile pert teemed .pparcat )'~da,.. n. cooapu)'
plul to foca' beavil, filii luge IN..... It will allO addre.. the Ilfp-eod ar tbe !Imall-buaDet!
market. aDd to lOme emut tbc blp..elld recideJItlal market. That nrategy I, lagicaJ, but wUJ not be
..., tOGeCUR.

To be. wtdl. the aumbcri Mr. Anrutrollg laJd OQt ard sbaeklag whaG c.ampared witb lOme of
ATa:it , ...U competitO". Telepo~for eumple, bat rpent Iell tftaa 52 biWOD ad wUl bave about
5.S bUUoD in revaua tbl. year. It i. gett1Dz thON revenU8I over itl aWl! fadUti.. In 65 mllrkCU.
Abaut balf that reYellUe coma frolb prOYic1ia, switched IftCal iIIrvica. Like aU the CLEC.
(CODtpcdtlw local uchaap carrie"), AT&T hal laid the blame on the LEe,' "f'DoC-draggin~" in
openiag Ioc.l markell. It bu blamed the failure 01 ita Di$ital Link product, for cUlllpJe. on tbe
lade. of penzaaDalt Dumber portlbtuty. It claim. th.t large bu.inc..ea, which are tbe t&rl:&t mlr\.oet
for that product, waut to keep tbelr direet-lnward-dILl nu.ben lLDd tb.t the LEe. are mlking that
lmponlbla. WhAle tbere i. DO doubt tJ'Utb to tile claim that tbe LEe..... BOt welcomibg cOlUpdtton

with open arm.. it i. hud to i!Jloro the fatl IDat 1'ekpon, MnfWorldli:om aDd many other mall
pl.yen have dealt with tbe l..naloc:&l uicul (l..£C.) ;All AT&T. ""thout AT&T's clout but with far
gea~r1Ucceu.

AT&T baa oot focuacd OD placing facilltle., aDd in CbicaEO. 'th~ ODe marlCet ",hera tt hal, It hllw dooe
10 at a 5:o.t 'bat ,. a luge mUltiple of tbc c:olt Imaller CLEC••pend in each market to muc.h greater
l:ffect. AT.T il u..11 to a national market aDd hu attempted to apprae.cb local In the .1UI16 W2Y tn
ita .ylteml deli..,. It bu tried to force a .ingle OSS (opcntionNupport ,Ylccm) out of all the LEe.,
ull hu olll, recently resiDed itldt to deaUag with difttren&:t:I amool them. It. loa) billing
lyNml a" • di••riClr 10 far, at IeMt rat reI!deaua! C1.lltome,., It i. not billing lOme lit AJI rOt
IIeMCc, ..d g'I"OBly overbUIiDI othen. It. .yltem. appc.ar too idftGlblc at tbl. poiDt Co
Iccoaunodata the ~ety dlft'£rqt pridag pac.Kaacl tbat appear in each market. AT&T ba.
___pted to .ddru. the l~buliaCli' local market witb Digital Liok, which provides direct
coan<ed:ia1U from the cultomer'. PBX (la-buildlQC 1Witch) ta AT&T's Iwitch. It has had very little
~, ud bl..... the problem 011 the lack of ."allability of permanent IlCUIlb4!r portability. While
It may be mare dltncult to uae h,terlm number portabtllty tbllll permaaeut aumber pClrtablHty. it i!t



po.,lble to do IQ. AT&T bu choaen nat to lIn'ett rellGllree. ia iAtel'tm f01aiiOll.l, eYCD lD addn:llwl a
lDUket lepseDt ttlat ahoWd be very Iucrattw. In all tail'll'" tile challa.. AT6T 1... arc OD a
wbole QJttllreat~ tb.. tIIote or AIlJ other CLJte. But tb., .., ara ita relGQrcel, ud It W clearly
Dot \lied tbem well e.aoap 10 far to take adftatap: of tbo "U"1 abort wiDdow of opporQlDlty tb&
~1II'PaDY bu before it '.eel Rell10aal BcU aNlpet:ittoll ia 101l1'"W'tuce. We bcllC\'e tbu tbe FCC
willi. a few ~.._ iota loa. dtstuu ta 1991 ... llIWIy in 1999. £...... lloa.ATAT entt'y iam lou)
i. bWlcliaJ: tbd It 'ViII bec:oa- lacnuiagly difticult to keep tbe Bdl. out. Allawta. time for ~ourt

appeal.. We uptee IUb"&Dti~actuala.poaa' Bdl eatry Into Icmg-dJdllnce i.D 1999.

It i. Dot ealY to lee remc:clict for AT&T tIt.t caD l'DaM a big cUft'e"1ICe iD itt local cat". in 1998.
Qae opUoa that i. nuDGred to be WIder conlideratlOD i. tb acquUitioD 01 Teleport. GIven
Teleport', slaan. prlea, ATAT would have to pay '-8 tbu.. tbc COlt of the Uaderlyh'lI fllcWti...
Several arpaeata caA b••ade for the acqui.ltl-. Olle is that ATaT ICCIIB to _lid itl O'MI

fuilitiea at a mu1ttple of the colt at wbJc.h T:lepon doa, aad tbemon wiD nl;R be OYerpaylDg
rellltift to wbat it weald Ipcad 011 Ita 0W1I to get fuUitia it .bould ultilllaa=l, OWQ. ~ath.r is tbat
it I. wortb lnIytng the ulet. dIIIply to keep them"" golDg lata other hud., A far IIIOre .ppcaliDa
and yalid USWDeat i. tllat "TAT bu tbe la.,. cu.....er bue with wbich to 1eftraec tile Te1epon
...eta and .hoWd be able to ....raII! a 11Mb fl"" tbat j1Iltiftet tbe price. But a'CII if the price ellD be
jUdiflcd. tben: if JiO aNUraaCc tIud Teleport.oM ATAr. t".iDI: problan.

Th. prim...,. i..... f16 COUI'I" iJ wbedacr Teleport will uceIera.tc ATAT'. t:atJ"y iI1to thc local
aULl"kd be,ond wbat it eM accompUlll witb Dif,ital LlDk. Tbil 1.1 far from Ob.'OIIL Pcrmueut
allmbel' portabWty I. 110 more Bailable to Teleport thu it I. to ATAT. Teleport will not ~Ive
ATftT', OWD 1)'1teID. problem•• ud ...ay. mltead. euc.rbat. tIaeht. Teleport bu ita OMllJItcm.,
but It •• ual1lcely thaa dtey UD be tealed lip euily to aceonunndate ATAT'I abe. I.utead, the
uq..ullttaa "'....d anlt Uke~ PrueDt ATaT 1ritb yet uatIae" 088 deftlo,.ent or iatelradoa iuue.
That ia cao.blc, but ti-...coalwalD.. The deal juelf t. boaad Co takII ttme to c__ate, Uld the
integr.uou of Teleport bsto ATAT wW be t....eoa.......' after tlaaL We bdlue an
AT&TlTlilepart d8al coald get re....mry sppnw", beat it WWllot be .. bn:ar.c, precl&cl~ beeP..
A.TAT would be eUlftiaattll. ltD~w la4epadcat competitor. Mr. Armltr'ODI colllftlelated tbai
be hellewl :\ICIlWarldcota wt1l take till .,.1.'99 to dOle ad a.iaailate. It 'I !lot • ..., to Bee aa
ATATrreleport auaior& lip ad I1lDDlllg dl'ectively lIOoDar. , Our COftCGra I, not tbat AT&T can't
.«ord or julttfy dill purcha.. prtc!. of Teleport, but that tb. lD.t~wtu nOlIOMl AT&T'. problems
ia tbe Jocl1 market fut eaOlltr,b. The _qallftioa of a wtrelul bypau company Uke WiDltar Of
TeUgcat, wbU. leu up-.we, pteaeau mua)' of the IIldne iuues. n.u•• at leut OD the local ffOnt, we
do bot !ICC UqWtftionl m8k1t1glt pOMble tor ATAT to gt!t daDe wila, it nllildt. wlllcb i. to take
aubltautiaJ market abue rro.. the Uc., fut ehDugh.

Loc:aJ realdeDtiai pte.... probl... tbU arc CWG grea.r. Jor the Illal1lcat, unP I, Qat available
... an DPtiaa. Ewa If It bcicollllel ."all.-lI" IOCIft, U we CbUlk It will .. IOIDI: ......, it de.l oat do aU
th.t RllICh for rwldutial. A.ve.....~... ,.r liD- far reald.atial i. iD the ballpark of SJO. A
rebWldled liD. wcna.ld c..- over 110 noee iD Teua, "bicb i. prop"C deep d.lCOIIlIU. aDd iD mOlt
ll1aiel the price wOlild be do.... to 530. bued 011 dealeGl 'pricet .. 10 far. J'or the aver•• UDe,
UNEP i. DO IIlON ~QIt effect," than tullie. 'For tile bi_-end reaideatial m.rlcci,~ I, fu more
appc.aiD1t bee.... It aaaJca cRaID·.ldauniag paalble. II'Kilitiel-llued-bypUl tec1laologlel are not
c:a«-dI'ClCtt" utili, poioC. J't.....·wtrclcu or ctiptal-ccUuln or PeS ca.y bw.... co.t dhcft'W: at
IOIIUI pcria.t, bllt .... nat .. tllA. p.,lat. Cable-telephOD1 baa oat matcriali.ed t. lUI)' MI...... beeau.e it
i. not colt etrectiw. C..... upgnda b-.re • hlp (tsed-eost ca.poaeat, ad rcqairc eitber high
paaetratloll or Idp rc.etI•• per Nhlcribctr to jutdf'y tllem. AT&T'. abilitY 10 briDe III rlll4den!jal
cult....r. wcnlld cmabaa, belp judtfy cu" up~ad.., bllt would probablJ aM briDe the cDllt of tile
.Yen&eliac below tJIat vi t!NEP. Tbat makela cable IIp..,ade much 1.. appea1lac frolll AT&T'.
penpecti'IIC thu trNE.P, beeaule it us UCIIID-IkIm with mcu bat Dot witb a ubi. up,*,ade. If It
01'~ paf'tll&n spead the rlQd eo.t, tlley DIIaCl eve,., ...bllCribu (lUI)' C:lUl .. to juRtfy it. They CUl't

ju.t go for tbe hllb end. AT&T" aJroearly .truCZU.g lG tIM "~41Ilaace bu.... ""tth A tarce,



uDprofttable piece of tbe COlUUGler base. Mr. AnDftrong iDd~ that AT&T Iota 5.5 biJlion 012

15 lIlillto. of iulO .UlioD re.idastfal ~ItQmen. He i. I10t ell..r to expud the problem by gOtng
after law-ead local CO..aume....

FinaUy, the idea of DlCJ'liag with a LEe baa been railed by AT"'t .cveral tlmea. We do not believe
tbat is a rea.Ultit OptioD for the nat few yean for regulatory reat01Il. Until tbe" illl&bttaatiall~aJ

competitioa, ". do Dot espcet replaton to be wi.l1iDg to elim1natl: the oae cODS))UlY tba' sbould be
bat able to C'OIIIpcte wittl tbe LEe. There will be particular c:OIttem aboat cUmblI'&lDt AT&T u I.

pot_Ill competitor ill the n:.ideati.1 market. In fact, even ,.-ithamt a Bell merpr, W~ upect
ATAT', ItrateD of up.y craaa-tkilllJlliDg residential to be mOle llDWftIcorae in WuhingtoD.
Altbcnsgb it makes perfect IUIC to wall Street.

nUl, we do Dot ICe easy or rapid estern" ,oIutiouI to ATAT'.1oc:a1 oruble.. through UquiattiOD'
or part1lcnblpa. that I. DDt to .ay tbat it does IU)t need to form lOme., or that it cunot ldfor'd them
(lDBDciall,. p.rticularly if tt caa keep iU dock price lip. It i. ailDpl, Wl.Iila:ly tbat tbey will ,..itiOD
AT&T to take • larcc etuaU I1f profitable ahare out of tbe LEe. before the DOC, caD get into
long-dilitaace aftd brilll AT&T',~ core IIUfib", aad cuh fi01" IlDder predllre.

)I... ArmftrQllll 'adicated that be beil~ AT&T l..:ka a strva: global pC'OdUd suice. Be is
iaterated ba 4~pla, tIIat, lAd lD dGlDC to .. part of a. ... of ItTDIlI allianca rather thBD tbe IOG.e
ODa AT&T baa formed" tU p..t. lMel'Mdoaal durl, praeatJ eaoMIItN' appomuutlel right
Ga..'. MaD, markcta ""II opeD 1.111998. De MCJIBTrrddaDi~aaUiqt:1Il au bUll ctettabilized by
the MClIWoridCOlD IDe,., aad ATAT bu .. oppartwlity to uquire eoaae1cey D~ p.rtae.... We
lee a lot of opportlUaity he fDI' AT&T, but '"* that ia.....atlag new fat'l!lCIl partaenbip. wbile
dcalilll witb the loc:a1I will Dat be clUIIy, pal"'tkl&1arly if All utuaJ 1Ilet"pF i.IDvDlved.

Co" CJ.dtiag:

Wbile Mr. Armstrong did hOt provide lUl actual tarpc. he made it cl••r tbat be plftD' to cut SGaA
hca~ly to brizag it down fro.. iu turreat Icwl of 29.60/. to tb~ !ow-nfenucs. :Be j.dk.a~d that be
bclicftI COlt euUiPI Cad proride tbe fuad. tor AT&T', other iDitiati¥c&. He also higllU.ted that he
" tryla~ to reduce bureaucracy u "ell at telt, to rcd1Icc iadeti.ion md cut cycJc-timeI. All of that
it 1IC6lMd, particalarly .1Iortlef' cyde ttllU!S for botII decUioa-mllkiDa aad impleJMlltaDoa. If AT&.T
bel IIC'Wa'aI yon Wore it fued CDIIIpettdoD iD it. core buaiDe.., we would 1Ie comfortable that dai.
strUqy ual'Ully work. JIowfter. AT4tT ...... to alOft very quickly olllCft...l froDU, elpedally
locaJ~ ad "W need to defead its core lna.iDen witIIl1l twa yev.. It i. not clear that aU the sylltetRl
de'YdoplllClll tbat il left, u wcO u tbe product de¥eJoplbnt ad markednc ud sala that wiD be
aClCCleel fol' tbe local maricat, tali be dane while cuttiIll cost. lUld growiag eanaibp over the nat
year or two. naua. ATAT Isla IOIIICtblDg of a blluL It must .bow eanaiDgl impronmeat to keep up
It. stock to haw a pel cu...-cy for acqul.itioa.. At tile lame time, it ~lUIot afford to mort••ge Its
futIIrc by .lIortdl....... a Imp catch-up effort it DIU. make OIl lewenl (rout..

IP, go~, llljiwlUtU:IIIH:

Mr. ArmItraal IPOke eIoqueotly about the opportwdda pntl....el by bada the ~nurt and the
Sobatlou buaio... TIl.. do, iDel..... ptueet Idp~b areu. TIle lDeel'llet ill particular may
~ell be &Il area ill ,.blda ATilT &:all probaly accelerate: it. srowtb tbroup aeqqi.ition. The
complU17 it allO lookillg to up~.de It. lIetwork lafrutnll:ture. to provide the flaibOity to f:1olft a.

-... • _..... . ..... 4- - _~....J- ...... __ ....... 1'.-........... f"",,_ "............,. ......11 •• twff......iwe,



S_m.a~

We are lDaiaUill1ac our BOLD raIiIl~ on AT&T. We beline the company wW be aile of the
Iunivort Ira 'lb. telecoJil badUftry wllea thIl dust tettl•• lifter the aut fllW ,ean' eompcciti~e

battle.. BowCYel", we aiM bcIJlIMI tII_t tU aest few yean will b. tm&p. aDel that lMtier
opportullili. to buy the ItOCk • .,.. Uk8ly to CftIDC. It will be e.ftbJ'llUlUaly dStriaa.tt to piaU off th.

ad of b.....dJa••hort w. laag-tel"lD earaia", to intqJ-ate ~qui.itiOl1l while fuIlc:laaaentally
dlaoldDa tb~ cu.lhll'lC of the COte, aU witlWl a wladow 01 DO marc tha" two yean.

#Th. Adalytt CO¥eriag tbu .tack or a dcpArt!Daat II'l&pervilOr' bas II.Q in'lleCtrDcDt POltttoa.

1111. inform_tioa SI IaIt to you for iDfonaati\lll pUrp«Nlf:lI DGly aDd in 110 n'Cftt Ibow.ld be
cODltnaed at a reprclClDtatiDD by 'II or .. &II offn to leU or ~lidtatlollrtf lUI oftar to buy my
securitia. The fJduallaformatioa Dna i. taken fl'Olll IOU'" we be11eve to be reliable. but
la IUI& gII......ued b3' u, III to accuracy or ~pletcne.'. no opin60al Gpftllled sboulel be
ghoeft OIIIy INCh ...tIIt a. o,inioll' wamull. 1'1l&, firm &adlo'r Itw officen aadlor lIlembcn of
tbMr flllftiliel lDay ha" a pOIitioa In the lICCUritiea mcaiioaed aad allY III&kc purdluc
..dlol" .ales of IUCb ICCU~ frnm ttm. to tUne III t!ac open ••rUt or aIlMnri•.
Aclditioaal illformlldoa re1atift to the lubjectl dilCUaaed I. available lD aur oft!cet.


